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June 16, 2015

EX PARTE VIA ECFS

Ms. Marlene H. Dortch
Secretary
Federal Communications Commission
445 12th Street, S.W.
Room TW-A325
Washington, D.C. 20554

Re: Expanding the Economic and Innovation Opportunities of Spectrum Through
Incentive Auctions, GN Docket No. 12-268;
Comment Sought on Competitive Bidding Procedures for Broadcast Incentive
Auction 1000, Including Auctions 1001 and 1002, AU Docket No. 14-252

Dear Ms. Dortch:

On June 12, 2015, representatives of T-Mobile US, Inc. (T-Mobile) and United States Cellular
Corporation (US Cellular) met with members of the Federal Communications Commission’s
Incentive Auction Task Force.1 Representatives for T-Mobile and US Cellular reviewed the
attached slide presentation and discussed the companies’ joint proposal to apply a deferred
acceptance algorithm, or more properly, a serial priority-assessment algorithm to the assignment
phase of the incentive auction. During their meeting, the representatives of T-Mobile and US
Cellular expressed the companies’ strong support for adopting a non-monetary mechanism to
assign specific licenses in the incentive auction. Adopting such a mechanism will increase not
only the pool of funds available for paying broadcasters, but also the likelihood of clearing more
spectrum for broadband use.
1 T-Mobile USA, Inc. is a wholly-owned subsidiary of T-Mobile US, Inc., a publicly traded company.
Meeting participants included Kathleen Ham and Steve Sharkey of T-Mobile; Gregory Rosston and Andrzej
Skrzypacz (by phone), consultants to T-Mobile; Trey Hanbury of Hogan Lovells US LLP, counsel to T-
Mobile; Grant Spellmeyer of US Cellular; Joseph Hanley of US Cellular’s parent company, TDS; Leighton
Brown of Holland & Knight LLP, counsel to US Cellular; Robert J. Weber, consultant to US Cellular; Martha
Stancil, Chris Helzer, Karen Sprung, Joel Taubenblatt, Jim Schlichting, Gary Epstein, Howard Symons, and
Melissa Dunford of the Federal Communications Commission; and Paul Milgrom (by phone), Ilya Segal (by
phone), Larry Ausubel, Oleg Baranov (by phone) of Power Auctions, consultants to the Commission.
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The companies’ joint proposal, which would operate only after application of the contiguity
optimization features the Commission proposed in its Comment Public Notice, has three critical
ordering and prioritization features.2 First, the Commission would randomly rank-order the
winning bidders. Second, each winning bidder from the clock phase of the forward auction
would prioritize every Partial Economic Area (PEA) in which it won generic licenses from the
most important to the least important to that bidder. Third, each winning bidder would prioritize
its feasible block assignments within each PEA from the most to the least desirable for its
business plan. After completion of these ordering and prioritization features, the Commission
would follow the randomly selected rank-order of bidders, choose bidder 1’s highest priority
PEA for the first assignment round, and award bidder 1 its preferred license assignments within
that PEA. The Commission would then cycle through the other bidders’ respective PEA
prioritizations and license preferences in a logical fashion until all licenses were assigned.

As explained in the joint economic study, the proposed serial priority-assessment algorithm has
many desirable qualities, the foremost of which is to push revenue into the clock phase of the
forward auction, where it can be used to cover broadcast exit and clearing expenses, thereby
maximizing the amount of spectrum recovered, rather than have bidders reserve funds for the
assignment phase.3 In an assignment phase “auction” where the winning bidder must get one or
more licenses, the value that any one bidder will pay during the clock phase is defined by the
premium that the winning bidder would be willing to pay to obtain its preferred assignment
instead of the worst possible assignment that the bidder could receive. Bidders faced with this
situation will rationally withhold bidding during the clock phase to protect against the possibility
of being left with the least desirable license during the assignment phase. Commenters
addressing the issue are unanimous in agreeing that assignment phase bidding will decrease
revenues in the clock phase of the forward auction, which, in turn, will deplete the pool of funds
available for broadcaster payments and could clear less spectrum for broadband use.4

2 See Comment Sought on Competitive Bidding Procedures for Broadcast Incentive Auction 1000, Including
Auctions 1001 and 1002, Public Notice, 29 FCC Rcd. 15750, 15813-15 ¶ 199-209 (2014).
3 For the full assignment phase proposal of T-Mobile and US Cellular, see Comments on the Assignment
Round (June 11, 2015), attached to Letter from Trey Hanbury, Counsel for T-Mobile US, Inc., to Marlene
Dortch, Secretary, Federal Communications Commission, GN Docket No. 12-268, AU Docket No. 14-252
(June 11, 2015). A copy of the proposal is also attached to this submission.
4 See, e.g., Robert Weber, The Danger of Using a VCG-Style Auction for the Assignment Phase of the Forward
Auction (March 26, 2015), attached to Letter from Leighton T. Brown, Counsel for United States Cellular
Corp., to Marlene Dortch, Secretary, Federal Communications Commission, GN Docket No. 12-268, AU
Docket No. 14-252 (March 26, 2015); Bidding Procedures for the Broadcast Incentive Auction (April 22,
2015), attached to Letter from Leighton T. Brown, Counsel for United States Cellular Corp., to Marlene
Dortch, Secretary, Federal Communications Commission, GN Docket No. 12-268, AU Docket No. 14-252
(April 22, 2015); Philip Haile, Comments on U.S. Cellular’s Assignment Phase (May 15, 2015), attached to
Letter from Christopher T. Shenk, Counsel to AT&T, to Marlene Dortch, Secretary, Federal Communications
Commission, GN Docket No. 12-268, AU Docket No. 14-252 (May 15, 2015); Reply Comments of T-Mobile
USA, Inc., AU Docket No. 14-252, GN Docket No. 12-268 (March 13, 2015); Comments of Competitive
Carriers Association, AU Docket No. 14-252, GN Docket No. 12-268 (February 20, 2015).
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An additional challenge with assignment phase bidding in the incentive auction is that it requires
the bidders to form specific valuations for the different assignments within each PEA, which is
difficult and time-consuming. Under the T-Mobile/US Cellular proposal, however, a bidder
need only rank its potential block assignments through assigning ordinal preferences to the
available options. Moreover, bidders frequently will not know during the clock phase of the
forward auction the worst post-optimization assignments they could receive. Because the worst
possible assignment in the incentive auction is unknown and potentially unknowable, bidders
will find it difficult to bid in the clock phase. The existence of assignment phase bidding will
also make it difficult to manage budget allocations between the clock and assignment phases of
the forward auction. Reserving funds for the assignment phase will reduce the funds available
during the clock phase and could reduce the amount of spectrum recovered. Finally, valuing
options in dollars is more time consuming for bidders than ranking options, an action bidders
also would presumably undertake prior to assigning dollar values to these options. By the
companies’ estimates, dollar-based bidding would require twice as much running time as a serial
priority-assessment algorithm. In other words, adopting a serial priority-assessment algorithm
could cut the duration of the assignment phase in half, which could save the Commission and
winning bidders many weeks of administrative time.

Pursuant to Section 1.1206(b)(2) of the Commission’s rules, an electronic copy of this letter is
being filed in the above-referenced dockets. Please direct any questions regarding this filing to
me.

Respectfully submitted,

/s/ Trey Hanbury

Trey Hanbury
Counsel to T-Mobile USA, Inc.
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